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DEPARTMENT OF REVENUE AND BANKING 
(Revenue Wing) 

NOTIFICATION 

Income-tax 


Neu; Delhi, the 26th November 1976 

G.S.R. 899 (E). —Whereas the Government of India and the Government of the 
United States of America have concluded an agreement through exchange of 
letters as set out In the Annexure hereto, for the avoidance of double taxation of 
income of enterprises operating aircraft; 

Now therefore, in exercise of the powers conferred by section 90 of the Income- 
tax Act] 1961 (43 of 1961) and section 24A of the Companies (Profits) Surtax Act, 
1964 (7 of 1964) the Central Government hereby directs that all the provisions of 
the said agreement shall be, given effect to in the Union of India, 

Annexure 


Excellency, 

1 have the honour to refer to the conversations which were recently conducted 
between representatives of the Government of the United States of America and 
the representatives of the Govememnt of India relating to the possibility of con¬ 
cluding an agreement between the two governments with a view to granting the 
international airlines of the two countries exemption from tax on their earnings 
on the basis of reciprocity, and to inform you that the Government of the United 
States of America agrees as follows; 

( 2737 ) 
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(1) The Government of the United States of America shall, on the basis of 
reciprocal exemption granted by the Government of India to citizens of the 
United States of America and to corporations organized in the United States of 
America, exclude from gross income and exempt frqm income tax all earnings 
derived 

(a) by a corporation organised in India, or 

(b) by an individual who is 
(i) a citizen of India and 

(ii) a non-resident alien a s to the United States of America 

from the operation of aircraft in international traffic. For this purpose, the 
term “operation of aircraft” shall mean the business of transportation by air of 
persons, livestock, goods or mail, carried on by the owners or lessees or charterers 
of aircraft, including the sale of tickets for s uch transportation on behalf of other 
enterprises, the incidental lease of aircraft and any other activity directly connected 
with such transportation. 

The exemption herein provided shall also apply in respect of participation in 
pools of any kind regarding air transport. 

For the removal of doubts, it Is clarified that interest on funds connected with 
the operation of aircraft In international traffic shall be regarded as income 
from the operation of such aircraft. 

(2) This agreement shall be applicable with respect to taxable years beginning 
on or after the first day of January, 1976. 

(3) Either of the two governments may terminate this agreement by giving to 
the other government six months’ prior notice to termination in writing and, in 
such event, the agreement shall cease to be effective for the taxable years begin¬ 
ning on or after the first day of January next following the expiration of the six- 
month period, 

(4) The Government of the United States of America will consider this Note, 
together with your reply confirming that the Government of India agrees to terms 
corresponding to those outlined above, a s constituting an agreement between the 
two governments, entering into force on the date of your reply. 

I avail myself of this opportunity to renew to Your Excellency the assurance 
of my highest consideration. 

(Sd.) David T. SchnEideh, 
Charge d’ Affaires and interim. 


His Excellency 
Shri S. R. Mehta, 
Additional Secretary to 
the Government of India. 


Government of India 
Department of Revenue and Banking 
New Delhi 
November 26, 1976 

Excellency, 

I have the honour to acknowledge the receipt of you r Excellency’s Note of 
today’s date which reads as follows; 

“I have the honour to refer to the conversations which were recently conducted 
between representatives of the Government of the United States of America and 
the representatives of the Government of India relating to the possibility of con¬ 
cluding an agreement between the two governments with a view to granting the 
international airlines of the two countries exemption from tax on their earnings 
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on the basis of reciprocity, and to Inform you that the Government of the United 
States of America agrees as follows: 

(1) The Government of the United States of America shall, on the basis of 
reciprocal exemption granted by the Government of India to citizens of the United 
States of America and to corporations organized in the United States of America 
exclude from gross income and exempt from income tax all earnings dervled 

(a) by a corporation organized in India, or 

(b) by an individual who is 

(i) a citizen of India and 

(ii) a non-resident alien as to the United States of America 
from the operation of aircraft in International traffic. For this purpose, the term 
“operation of aircraft” shall mean the business of transportation by air of persons, 
livestock, goods or mail, carried on by the owners or lessees or charterers of air¬ 
craft, including the sale of tickets for such transportation on behalf of other 
enterprises, the Incidental lease of aircraft and any other activity directly con¬ 
nected with such transportation. 

The exemption herein provided shall also apply in respect of participation in 
pools of any kind regarding air transport. 

For the removal, of doubts, it is clarified that interest o n funds connected with 
the operation of aircraft in International traffic shall be regarded as income from 
the operation of such aircraft. 


(2) This agreement shall be applicable with respect to taxable years begin¬ 
ning on or after the first day of January, 1976. 

( 3 ) Either of the two governments may terminate this agreement by giving 
to the olher government six months’ prior notice of termination in writing and, 
in such event, the agreement shall cease to be effective for the taxable years begin¬ 
ning on or after the first day of January next following the expiration of the six- 
month period. 

(4) The Government of the United States of America will consider this Note, 
together with your reply confirming that the Government of India agrees to terms 
corresponding to those outlined above, as constituting an agreement between the 
two governments, entering into force on the date of your reply.’ 

I have the honour to confirm that the Government of India agrees, on the basis 
of reciprocity to grant exemption from income-tax and surtax on income derived. 

(a) by a corporation organized in the United States of America, or 

(b) by an individual who is 


(i) a citizen of the States of America and 
(ii) non-resident in India 

from the operation of aircraft in international traffic. The term “taxable year’ 
in relation to India Shall mean “previous year” as defined in the Income-tax Act, 
1961 (43 of 1961). 

I have further the honour to confirm on behalf of the Government of India 
the understandings outlined in Your Excellency’s Note and to agree that Your 
ExceUency ? s Note and my reply thereto shall constitute an agreement between 
the two governments. 

I avail myself of this opportunity to renew to Your Excellency the assurances 
of my highest consideration. 

(Sd.) S. R. Mehta, Addl. Secy. 

in tVm Govt, of India. 


Hts Excellency Mb. David T. Schneideb 

Charge d’ Affair |^ b ^ Sy of the United States of America, New Delhi, 

[No. 1564/F. No, 5M/2/74-FTD) 
§. II. MEHTA, Addl- Secy. 
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TFJTR flh tffeR finm 

(TTX1* RSfl) 

sifsr^wr 

RTR-TT 

Tf fcwfT, 26RRPRT, 1976 

mo «Trto fRo 8 99(a).—TT f% RTTR TO7 vfa ?TW TT*R ^ RTffiT 

r, rptrtt ti% Tsnff tft stpt qr tthrr % faRTT lj rr*f, qtff % snm rttt 

377T, RfRT fV?R% *PTR?tr Jr fafST?fwr| ; 

SRT:, SR, STR^T ufafam, 1961 (1961 RR43) ^ tRTr 90 sflT RTPpft 

(orpr) stIr-rt qftrlwr, 1964 ( 1 964 mT 7 ) Rftmrr 24RSTTr irrfortff rtt 

TRW RTTR |tr, %^tr W^rt TT^RTT fRRJT | f% T«fT RTlT % RflT RTR^ff 

qry ^nTrfrr rn Jr 41 ^ fqrrT otfrtt 1 


3 TUR? 

Rf*JR TT3R Rirfwr RR ^TPTTR 

Rf fewft 

ftRPfT 26 RRRT, 1976 

RtTW TTR SWfvTT Trr RTafTfT % fcTfp'ftTTf ?fk RlTR RTTRT % STfafafURf 

S3 

% sfkr ?[1R ^ R §f 3R RRrf m % RRT RTRT g, RT R>ff 

i^RT TTR TTR Tt RRPTRWf T RTRRIRsfr foTRRR R>ff Sfeff ^ SPepfa^R 

mrl Trqfmff qfy, qnpTfywr % strut rt, RRjffy W IT p I w forHT *tt 

nfk^f^r SRRTg fsp TTW smfTTT T?T RTTTT R fa®? ST-JRTT HRffy 

RfPTfR ?fy | :— 

(l) RTO Tr^R RTlfrRT % RPlfopfak R 4 W TRR RirfWT R RRfet 
fRRrff "pi RTTT RTPTT 3TTT -ft Rf RlTFrf^ Wi Z % STURT IT, RRTT TTR 
Sptft^T ^ RTRTT, 

(sp) RRcT Ji RRfSR fWy fRRR JlTT, mWT 
(n) fefy ^rfe 5TTT T>— 

(i) RTTT RT RT»rfTF fT, sfk 

(ii) RfR TRR RRfTTT % fT7 RfTTTRt frRirfr ?T, 

SRTf^T RRTPTIcr R TIRTTR RTTWR ^ Tt Ptf ROT RTRlf RTTf SJTR R fRTTT 
Rffr sfir tR tt r vz Rffr 1 ^rrtrrtr sr^rimr” tt ttw im -—rpjrpt 

% RifTTf RTRr qfRlff vmAT RT^Trsff (TlfvTRfsTf) 5TTT TT T?,, ^rfWf, 

RTftpff, RRT «mi RTRRFT fflTT TTTtRTT, f^JT, SRR T4W ^ 

sftr R TTR ifTTfR % frrq; fcprf tT fR^y, RTRRTR # RTRTfW T^Rrty Sfk SpR 

^Jr ttrr'pii't ofy rrr qrkRiR ?r srrw: Rrrfkrr 1 
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tr?r^ itTT 5JTtT WT, $Tff 'TfC^ iff%Tff *ff am % fom if aTFT %% 
% ir aft STT^ 5 >ft I 

5nrrsfr vt % Pott as f%ar : 3rraT | f% wrfc^fa armaTfr ir 

®rpT*TR' srt^ft ir ^f?Enr PrFtraf qr fan %r ^r aTaaH amra % aw *rw 

■>3 -O 

% m if wr armr 1 

( 2 ) a? mr, ^raaft, 1976 % a?% fta if *r*rar ^r% arc wr«f sift 

arrftr qn; sraft a>a aaf % ff^sr if 1 

( 3 ) ftftf if it aftf aft wit, 5 *rft arm aft 3 : aftft a$ir ftrfer ft if 
«frmr Tnnficf *ra after ftar?: ^aarm; aft aar^r an; aatfr | ttVt; tfcff sraraT if ®: 
a|tft aft srafsr TWFTr stft % ata anft araft w&£t % a?;^ faa ir wr srafr arc 
ttrstt s>ft arir an; aprft afta aaft % fans as vm trapa- ft ^ar 1 

( 4 ) ffijTtf tt^ ffirf^T aft arm ^(rfOToft^t «fk ana% ^tr aft, faraif 

a? aft a$ $ft f% vriTrT TTOTTT 37TT ^fteftrT Tlftf if TQ>T?r |, T(T'TTT 

^rtr. faarftaft crrftrer ir ?rVf arcanfr%*ff^^qncTT%^7if arteft 1 

StT TPTfR TT ft, tTqr^rT fat, TTTT aft aTTftt TTH TTKT wfTTr T7T 

armrara &ng 1 

(S°) $fw €to Taiftra; 
wanft aoft^a 

Srafipr «ff >sffTPTii^rr 
,T Tf^PT, KTCT mm 

ariara manr 
tra^a aftr ff%aterra 
af fcaff 26 aarm, 1976 


asnrffta 

if afnrfsa aft mpt aft rrrftar aft femrl aft arte T*fm ar jf, fter aa are 
VT WTT I :— 

"rfjw ti“ftt Trirfr^rT qT^rr % ^RrOrr^f qTT?r (TvqrrT%Tra r firftriff 
% 41^ ft if ^ 3 tt qrrrt =pt Jf ?trt tttttt g sft ^ff $*rf % 
aff-q ttr tTT% %r H'ni^mff % if aft farrar «|w, ftft 
aft TT^rtfs^far 'FPiftrftf %t TTT ^fa.dT % wrsfTT qr, 
^t%T <ttjt tt wr ir wz f^m^fr <qT Tftr gf%rr tttctt g f% rf^r 
flirfrfr qft¥WT^^V«i fmt ?r^rn: qqft rrgirfrr 
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( 1 ) RTF! (prfwr % trorksff 4k 4$Fr tt^i wife 4 4qfoq 

fRFRf 4t 4R4 44PR IRT nf qRprfkp m % 4T4R R, q'ffH TT7R 44fRPT 
4f 4TRT, 

(R) 4TOI 4 RilfSR f%qt f444 TRI, W 
fa) fqqft ^rfe am 4t — 

(i) RKR^T PRfTR 5>, 4k 

(ii) 4‘fR Tim pi frspr % fRTT irfqqnfy fakft 3>, 

RRTd^flR RTRIRTR if 414414 5R744 % q4 rtf Rtff <,qrf qff 4R4 4T4 4 fqRTR 
^ff 4k Rif ir 4 qz ^ft i Sr jpfftRTR "qnjqTq p[(r" qq rt 5>tt— 
ri^rtr % qrfoqif snm qfqkfpqqr iR%qr4f faidTRdWr) sm ^rip pt 1 % 

mf*F?T7ff, 4TR HW 3TR Rt 4TJJ4T4 STTT ft4 *TT RltRR, f-iPP, *44 RWlf 

44 4k 4 w qfkrqq % fkir fHsf 4r fq^fr, qpjqiq 4t tufrfw qf^Rf 4k 
wrt 34 Rrqmrq 4t qqq qfm^i 4 qqqsra: rrri ?, infpR ^fff 1 

m st-stt %z, ?qif qfkt^q 4 prsrfera f«Rft 4t sirr % 4 pr 44 

% RRpFBI 4 4t -5TTR 5>ff I 

PRliff 4t JT 4R4%fW( q^pTO f^!TT RTcTr |% SRRfeffqRlRRId 4 JTT^ZTTR 
SRTRRir HRf%r fprlmcff «R faSrsqRi 4t 44R 41*1414’ STRPSR 4 STTRT RPT 4 m 

if 44STT WPPIT I 

( 2 ) q? rtr, Rpkt 1976% fcq4 

4R R44 4t<4 Rif % RRRjT 4 PT4 ^RT I 

( 3 ) qlqfift Rtf ^rfi ptrtt rt w. qfk q^4 fafaq^O. 

rtr Rfirfqq -pT pHzf rr prr 4t ppipi qR imft 14k 44f pappt if k 
q$t4 *4 *rqf4 pqm gt4 ^ srrq ?it 4 qrNt' qqrRt ^ q?% fw 4 N«iqT ?iq ptrw 
5t4 qr% rp 4t»q qqf % fkr qRR ppiri Rnm i 

( 4 ) ttr «rqfV>j qft iRPR ^ fm4f Rt 4k «nq% pttt qfr, knkf 
qfcs Rf *f ^'rk ptr PTqnr pfkTfqm qq^Rk wf 4 wqq P; sttpr 

Ptr fw4 qft TTk 1 ? 4 q'Rf pwit%4k^ qnR%m 4 ptwi i" 

if ptr qfe qRRr | fp qRpqfkrqT % :,tnr qr, rtri irrr:— 

(r) 4qqq TRp iqqkRT p ifqfSR fTpt fqpR 
(^) fotft qp ®Tf^ 4t— 

(i) 4^qq rrt w4Trpt rt prqkqr^t, 4k 

(ii) Pipq 4 pfqqrcft 4r, 

ppRrtfrq qiqiqiq 4 Rfqqiq PRrqpT 4 RfR 4t4 qr4t qiP q< rfTWP 4tl qfwr 4 
^ 44 %f4(T 4^44 I | 4R,4 % qk 4 "RP PR444q 44” qq RT ■qsf 414 4R 4^444 
1061 (1061 4T 43) 44qiqk4rf44 "'JRR-ff 44” ^kT | 
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■iiTT qff fe.ar4t if ^forfar? M4trg°r 4V if, Mrr? tk^r ^St ?rr> 

MT?rr qfe <mr g wk Mgq? g f¥ MTq ■kTMfgM ^ ?«it 4 4% 

3 rir%, sfrfr ^wm r i 

^tn; qr Tf rr^ ^fiiTjii, MgmfgM qfr sr<pft <mt 

^rr g 1 


(go) sfkXR 3g?T, 

SPR Ttf^, MR? TTTPR l 


JTgmfgM ssft tio rpRt 

qtnr??, 

4 ^rt rsm Mirfkfrr $m?ra\ 
Miff 1 


[#o 1 564/liToTfo 50l/2/V4-^o tto tffoj 

Mfrm' MgMT, MTT pfaM I 


MgT JPpira, MTT? MTW fWt rfc, kjv?ft 5T<T 

?MT kpm, TPfiW? f^MPT, 5PT IPftlfy ? 1976 
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